
4

INSURANi
f

William C. Johnson, Ag<
Philippic Against

t tion and I
I ...

ORR FEARS THE

(business in the United States "were repre
ViAnrino1 V.1r nffinftrc. Of noun-

SSttifLeci a t ciio iicai kjj.^SIQWPiPBMIeel,as were the eighteen thousand agents
licensed 'by the State Insurance Department.I
"These ninety odd companies have at

the present time,"1 'he said, "outstanding
twenty-one million policies, representing
one policy for every fourth man, woman

and child in the United States, and the
assets of these companies, held for the
benefit of these policyholders, amount to

three times the aggregate capital of all

the Ave thousand three hundred national
banks of the United States, Or four-fifths
of the amount of deposits of all the nat
tional banks in the United (States.''
Mr. Woodruff first introduced (Paul (Morton,who read a letter which he had preparedand had previously addressed to

Senator Armstrong, embodying his views.

He said in part:."With the general purposeswhich you have in view I am In entireaccord, and in the main your recom

mendations seem to me well adapted to

accomplish those purposes. Your recommendationsupon the subjects of political
contributions, lobbying, publicity and

(State supervision, the prevention of rebatingand deception, the prohibition of

personal profit by officers, and, indeed,
most of your other recommendations, are

admirable.
cr-a. v,nmravp-r certain of your rec-

Ommen&ations which seems to my associatesand myself likely to seriously injure
the insuran'ce business and to defeat, the

cry results you seek to accomplish. 1

shall leave to the actuaries and others who
re more familiar than I with the details

of the insurance business to discuss the

technical questions presented, and shall
confine myself to a few general suggestions
which seem to me to be of controlling importance.

Prophesies "Serious Injury."
"If the bills to amend the -General Insurancelaw that you have recommended,

> commendable as they are in many respects,
are enacted without certain changes the
interests of the insurance companies and
policy holders of this State iwill suffer

[ serious Injury. Not only will the insurance
companies be unable to conduct their busines-sin such a manner as to produce fairreturnsto their (policy holders and meeit
the requirements of the people of the State
for new insurance, but tne conservative insurancecompanies of other States will -be

^ * « - + cH ofQ I
forced to discontinue Business iiuLino ubmv.

In short, the Tesult of the legislation which
you have recommended wall be the reverse
of the result you are seeking to accomplish.I would not express this opinion so

positively if it were any own only, but it
seems to one that the united opinion" of the
actuaries and skilled insurance men of the
State upon these questions directly affectingtheir business cannot be far from right.
"My experience and observation in the

Equitable have led me to believe .that on

the whole it is wise that, With certain
qualifications, insurance companies should
have substantially the same freedom as

theretofore with respect to the scope of,
their Investments. I offer the following
suggestions, the 'adoption of which. In my
judgment, will save policy holders a great
deal of money without violating the spirit
of the restriction which you rr ,'ommend:.

"1. Existing Investments..The importantexisting investments of life Insurance
companies which come within the prohibi-
tion of the law wlhslcii you propose may:
conveniently toe considered under these
head®, viz. (a), collateral trust-bonds; (b),

\ railroad stocks, 'and (c), stocks in hanks
and trust companies.
"The investments of the life insurance

companies of this State in securities of
this character are substantiajly as follows:.
Collateral trust bonds (schedule

A) $107,107,000.00
Railroad stock (schedule B) 26,028,510.00
Bank and Trust Company storks:.

Mutual $33,374,782.'60'
Equitable 42,175,155.00 75,540,037.00
Grand total $209,285,447.60
"These investments have been made underthe authority of the law heretofore existing.and it has ta/tyen many years to accumulatethem. It seem® to me that the

companies should be allowed to retain such
of these investment as are sound and doi
not tend to create any of the evils which
the committee is seeking to remedy.

Defends Bond Investments.
"In schedule A I submita statement of the

present rate of return upon the collateral!
trust bonds held by the Equitable and aj
brief description of each case. Any expert
in investments will recognize that whatevermay be said of collateral trust bonds
jronernllv. these particular issues of col-;B
lateral trust 'bonds are well secured and
furnish safe investments for trust fund's.

"li the life insurance companies were
compelled to market this very large
amount of collateral trust bond's this could
bnly be done at a serious loss.
"In schedule B -f submit a statement of;

the average return upon the railroad
stocks held by the 'Equitable, In almost
every ease these stocks are so well known
that argument to show that they are
sound Inyfestments seems unnecessary.
The dividend records of these stocks are
such that they may 'be looked upon as almostas stable investments as bonds.
"I accept the'conclusion of your committeethat experience, has shown that insurancecompanies should not be permitted

to control or dominate financial institutions.I therefore agree that the insurancecompani'es which now control or
dominate banks or trust companies should
not be permitted to continue such control

(or domination. On the other hand, with
unimportant exceptions the investments
of life insurance companies in banks and
trust companies are sound and profitable I
investments, and yield an excellent return
upon the values at which they are now beingcarried. The holdings of the Mutual:
and tihe Equitable of such stocks, couldi
not be marketed within five years except
at a very serious reduction of the present'
prices. The reason for this is that the I
market for stocks of this character is necessarilyvery narrow.
"If ttfie Legislature enacts a raw compellingthe sale of these holdings 'it would

place the life insurance companies at the
mercy of a comparatively small number of
of men, who within ceftain limits could, by.
acting together, fix the price at which these
stocks could be marketed. Indeed, there
are indtc-ations that movements of this
character are already on foot.

Retain Investments.

"My recommendation with reference to
existing Investments therefore is that life
Insurance companies be permitted to retaintheir present investments in coll tml
trust bonds and railroad stocks, and also
their present investments in banks and
trust companies, provided that in no case
shall an insurance company hold over
twenty per cent of the stock of a bank or
trust company."
As for future investments Mr. Morton

(suggested that they be permitted in collateraltrust bonds of companies operating
railroads, possibly restricted to those
which have not defaulted for ten years in
(interest payments; in preferred or guaranteedstocks of railroad companies which
for five years hat paid four per cent and

^ in no case more than five per cent of the
Issue. He objected to the proposed standardforms of policies, believing that the
Superintendent of Insurance should controlthe matter; 'believed that the large
mutual companies should be permitted, to
issue non-participating policies; accf pteJ
the proposed limitation upon new business,
but believed the companies should be permittedto make good annual losses by termination;believed the law should fix a
minimum, not a maximum, cintingency reservepercentage.

"I entirely agree with the recommendaItionof your committee," continued Mr.
Morton, "that the total expenses of insurancecompanies should be limited to the
total loadings upon the premihms, and that
some limitation should be placed upon the
cost of securing new Ibusiness. It seems to
me, however, that in a number of respects
the precise scheme of limitation which
you propose is unworkable.
"The absolute requirement that the cost'

of securing new business each year shall
be kept within the limit that you propose
at the risk of the officers of the company
being subject to a misfir manor 11 c of
faliurrito -J* so make it almost impo;.- il

t
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mtsj Champion, Delivers
Expense LimitasCheered.

$1*0,000,000' LIMIT
ble to allow for the Inevitable uncertaintiesof this business."It is generally agreed among insurance
men that if your plan of limiting the expensesof securing new business is adoptedinsurance 'business will be paralyzed so
long as the law is in force."
Mr. Morton concluded by stating his beliefthat insurance companies should be

permitted to participate in syndicatesholding securities legal for insurance investments;that otherwise it must pay
more for t'hem than parties to the syndi-
cates. me questioned the justice of the
proposed prohibition of- directors not directlymembers of financial committees
from participation in syndicates selling
securities to their companies. Such a prohibition,he said, would cost the companies
the services of some of the most valuable
men. '.

Alexander 13. Orr Speaks.
Alexander E. Orr, of the New York Life,who was the next speaker, said:.
The company that I represent is not

here in any feeling of captious opposition
to the work of the Armstrong committee
Or the hills which they have formulated.
I desire to say that they have appreciatedthe exhaustive character of the inquiry
and that it has been, in their judgment,
exceedingly serviceable to the community,
and that very many of the provisions in
the bills which have been presented meet
with the cordial approbation of our Board
of Trustees, 'but at the same time some
of them do not. The chairman of this
committee during the Investigation said
that their purpose was not to tear down,
but to build up, the insurance Interests of
thi3 State, and it is because we believe
that it is the province of the insurance
companies, as well as of the committee, to
aid In formulating wise, conservative and
progressive laws for trie government of
life insurance companies that we are here
to-day.
"If the hills as they now stand should

become law, the business of the company
that I represent would be absolutely cut
in half. Last year the company wrote
some three hundred millions of life Insurance,and the proposition now is to confinethat amount to one-half.
"The proposition is that this law should

take effect immediately, without giving the
companies the opportunity of bringing
themselves into the necessary conditions
of complying with the law in any gradual
way, and therefore we claim that we ought
to have a period of time for that purpose.
"This question also directly interests the

large corps of employes which we have
for the operation of this business. During
the last year the company paid out the
large sum of $57,000,000 to its policy beneficiaries.A largo part of 'this money went
directly to the widows and orphans. Anotherportion went ot men well advanced in
years who had protected themselves by
policies of the endowment character, and
another portion went to .persons who requiredtemporary accommodation of loans
upon their policies.
"Now, gentlemen, if you will add to these

amounts the money which had been also
paid by other corporations of a like characteryou may form somewhat of an idea
of the benefits which were derived and the
«iuAicur,!i iwunuii were sLuppea uy rne payment®of 'these large sums of money, and
while it is more than likely that- the agentsin the field had induced the holders of "

these policies to make provision for the '

future, I think the outcome cannot help cbeing recognized as being a very, very t
'great philanthropic benefit. i

"I trust, gentlemen, that whatever you 1
may do in the way of legislation you will tbear in mind that the responsibility rests c
with you, and that whatever legislative ac- «
tion may finally be taken it will he for the t
weal, not the woe, of this great and philan- 1
thropic work." r

Some Mistakes, Says Peabody. j
v.wwuu next canea upon iCharles JA. Peabody, president of the Mutual Life,who said:."We recoghize thd fact that 1this legislation which is now pending 'be- Jfore you, if wisely perfected, cannot fail ito be of vast and lasting benefit to the cpolicy holders of all these companies, tothe people of this State and, indeed, of the ^whole nation. But we also cannot helprecognizing the fact that in this pendinglegislation, as in all works of human construction,mistakes may be made.

"We think that in a few respects, per- thaps not more than three or four, buthurried through error in a mass of very (valuable provisions, there are three or four rsubjects which, as they now stand, cannot 4fail to do great and, indeed, permanent rharm to the life insurance companies and ,jto all those policy holders and others interestedin their welfare. $"To point -out 'these possible mistakes,which are mainly of a technical nature, £is not my province. Like the last speaker jwho addressed you, I am a new man In
this field. t"The officers and the actuaries of many tof the companies are coming before you jfor that purpose. They are going to point ^out from the standpoint of men who have fspent their, lives in this work where theythtak serious errors are in danger of being gcommitted." £George E. Ide, president of the Home jLife, spoke as the representative of the fsmaller companies, including his own. tiie jManhattan, Ger,mania, Washington, Prov- r

ident Savings and the United States,which, he said, were unanimous in oppos- ^ing certain features of the bills. Mr. Ide +
said:. t"Ndw, t'he object, I understand, of yourconsideration is to upbuild this business,and I have been told that it was your ob- £ject to curtail the larger companies and to ^helD the smaller companies who need your|^
.^.v jiiijd cuy una assisiance. 1 assure youic'the bill will accomplish the first of these
two objects.it will curtail large companies.butin the cataclysm which fob tlows I shudder to t'hink what will become .

of us, because I see nothing in the 'bill *

that would make it possible for me, as #
president of a small, struggling company, tto do better than I a.fn doing to-day." jMr. Ide attacked particularly the pro- tvision of the new law limiting arbitrarily .

by statute the contingent reserve which jthe companies may niaintain.
"The intent of this law is plain," he

said. "The intent is to compel the manager
to distribute to the policy holder all that ,

he should receive of the divisible surplus. {There is one of these points.
"This bill says it is a misdemeanor to {be conservative. Now, gentlemen, who is tresponsible for the ultimate judgment as tto how much or how little of our iproflts jwe shall keep as a safety fund for future ttirpes of stress? Are the gentlemen of this jLegislature, who are finally to pass uponthis blili, willing to say to the directors of .

the life insurance companies of this coun- ctry, 'Gentlemen, we free you of responsi- :

bility; we will determine how much you ,

will divide'? I think not. ,
\o Utile for All.

"Now, there can be, in my opinion, no *
hard and fast rule for all life insurance \companies. The size of net reserve is no s
criterion. Take the fluctuation of securities.In that connection I may be met by 1

the remark that mortgage loans on real
estate do not fluctuate. They do not flue-
tuate. gentlemen, on their face, but re-
member that in 1903 those of us who held
marketable securities came up to the in-
surance Department of the State of New
jYork and quoted our market securities
for what they would bring when nobodv
was buying anything, and the people with i
mortgage loans came up and said, 'Gen-

tlemen.these mortgage loans are worth \par.' You could not have sold the collateral,you could not have disposed of
the mortgages, and yet their statement
was unimpaired by the panic of 1903.
"If you gentlemen will pardon a personalallusion to my own company, I

would say that at the end of 19C0 we determinedthat the prices of securities were
very high, and we laid aside a special
fund for possible future fluctuations in the
price of securities. We came to 1901; the
'situation was unchanged; prices were still
high, and we increased that fund. When
[the panic struck us in 1903 the surplus of
our company was depleted to a certain
extent, but there was nothing in it to
alarm the policy holders. Now. gentle

men,had we been up to the limit preiscribed by this bill in 1901 it would 'have
been a misdemeanor for me to have laid
aside that contingent fund and prepared
myself for the storm. Now, do you think
that is wise?
"I am informed by the officials of the

New York Life who have reviewed their
figures that had they had only two per
cent when 1903 came, the New York "Life
might have been, and I believe would have
been, temporarily insolvent. Now, there
is another question affecting the policy
holder directly. You ask us to distribute
all of this money above the limit which,
you have prescribed to our policy holders. <
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Chat means that In one year of high values
>r general .prosperity or low mortality!
heir dividends would he very large; the
lext year it might be that it would have a
teavy mortality, a shrinkage In seeuri;ies,a 'bad year generally, and your diVilendswould decline. Now. in my experimcein life insurance matters I And that
.he bnly way to keep the public satisfied
s not to alarm them by fluctuation. You
nust have a stable rate of dividends,
trowing If your company is growing in
irosperity, but growing in a gradual gralation.You don't want these fluctuations

rt vi A /lott'n wVmr>o oirovir nnl VmlrJoT'

'rom all over the country says:.'WhatI
loes this mean? Is my company becoming!
nsolvent?' and he writes to the home|
>fflce. You can only keep confidence In a]
nass of policy holders fay handling your
>usiness in a uniform and reasonable manler."

"Ignorance Is Illiss."
"But that Is a case of Ignorance being

diss," said 'Senator Armstrong.
'"Well, the majority of policy holders on
he insurance question, I believe, are iglorantof the causes which must nccessarlylead up to a fluctuation of that sort,
mrtlcularly in smaller companies," Mr.
de retorted.
"'Why isn't he entitled to know?" asked

Senator Tully.
"He is, if you think it is necessary to:

ilarm him, but I don't think it is; I don't
hink it does any good."
"Suppose that a fluctuation occurs
hrough something else than a natural
rend of events and is something the poleyholders should know, how are they
rolng to compel the revelation of that
act?" asked Senator Armstrong.
"That would show in the diminution of

:urpius under my plan; they would get, not]
l smaller dividend than last year, but a div-J
dend very much more stable, and the ef'ectof this surplus, which I want to keep
'or that purpose, would be to make that
>erhaps fluctuate with some violence."
Assemblyman Rogers asked Mr. Ide

vhat he would recommend as to the sectonof the bill under discussion. Mr. Ide]
laid:."Eliminate it entirely."
Joel 6. Van Cise, actuary of the Equita-
le. next sDoke on the question of deferred
lividends. This man of figures, endowed
vlth a giant physique and a 'full, robust
mice, surprised his actuarial friends toy
leveral rhetorical flights, in the course of
rhich he made the eagle scream.
"I plead first," said Mr. Van Cise, "for
he right of freedom of contract on the
art of the policy holder of this State and
tation. A few years ago despotic Russia
orbade the issue of deferred dlividend
olicies. but to-day they are freely issued
n the Empire of Japan and in all parts of
he British Empire. Sfi.ch legislation as
s here proposed, would not toe thought of in
Sngland, where the annual dividend plan
s comparatively unknown.
"Even the old Equitable of London,

vhlc his often spoken of as the 'model
ompany of the world,' never declared
lividends oftener than once in ten years,
intil a couiple of years ago. The question
or you, gentlemen, to decide, is whether
he legislation of this State shall be paternedand modeled after that of despotic
lus3ia, or whether our citizens shall have
he freedom enjoyed in the empires of
iapan and Great 'Britain."
Mr. Van Cise pictured the popularity of
he deferred dividend policy, of which type,
rf contract two million are now in forceI
n America covering $5,900,000,000 of insurivir>oWo met the various objections to de-l
"erred dividends with the arguments al-f
eadv familiar, accounted for results fallngbelow estimates by decrease in interestrates and increase in taxes, and finally
said:.
"It is said that this surplus developed|

.inder deferred dividend policies has led to
jxtravagance and mismanagement. Gen:lemen,that is a charge that is easily
made and stirred by strong belief, but it
aas not been proved, and can no-t be
proved. It is simply an Inference.

Defends Bijj Companies.
"I declare here, without fear of successfulcontradiction, that there have been as

many cases of mismanagement and fraud
ind wrongdoing on the part of managers
jf small companies who have never used
deferred dividend policies as on the part

I Insurance W
Limitation of the amount of insurar

£ may write in a year.$150,000,000 the m
ated according to the amount of insura

7 "This would cut our business in tico
4 president of th'e Xric York Life.

Annual distribution of a proportior
v abolition of deferred dividend policies.+"Do not strike down the system that
f ness and provided the surplus which mal

J Cise, actuary of the Equitable.
4 Prohibition of investment of insur;

and like securities.

£ "This would paralyze the insurance h
4 ton, president of the Equitable.
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of those companies that do use Referred
dividend policies.
"The men under indictment now in the

city of New York belong- to a small companythat never issued deferred dividend
policies. I do not say that is the reason
for their indictment or their" failure. I
simply state the. fact and ask. for simple
justice toward the managers and officers
of the large companies of«this country who
have built up the business and who have
carried hope, comfort and blessings to
millions of families throughout the United
States through the deferred diivldehd
policy.
"About thirty years ago over one-half of

the life insurance companies of this State
became bankrupt through mismanagement.
Nearly all- of those companies had been
conducted on the annual dividend plan. J
do not say annual dividends caused the
bankruptcy of. these companies, although
I beilieve the deferred dividend' policy
might have saved many of them.
"There is no institution in the world for

which it is more important that it should
have a surplus than it is for-the life insurancecompanies. These companies hold
in many eases perhaps the entire savings
of hundreds of thousands of hard working
people who have provided for their widows
and orphans in the event of their death,

1 .. +V. id Acs

by the deferred dividend plan and It is
made safer by the accumulation of surplus.

"I say, ,punisll those mismanaged companiesfor their wrongdoing; require all
the publicity you want, but do not strike
down the system that has'built up the
business and which has provided the surpluswhich makes It safe and reliable for
those holding the policies in these companies."
"Have you any objection to offer to the

policyholder knowing what dividend has
been earned on his policy annually? If so,
why?" asked Assemblyman Wainwrigiit.
"The only objection is the lessening of

the surplus and causing a large amount of
labor, but I would prefer a five year accounting,"said Mr. Van Cise. "Let a man
know every five years how much has been
earned and have it payable at the end of
that period. Or have the accounting at
the end of the five years and annually
thereafter!"

Caused the Abuses?
"I understand that one of the causes for

recommending the abolition of the deferred
dividend plan," said Senator Grady, "was
that in some way the testimony taken beforethe investigating committee developedthe fact that there was a relation betweenthe abuses disclosed and the deferreddividends fund."
"There is none whatever," said Mr. Van

Cise. "The temptation to life insurance
mismanagement on the part of the managersis In connection with the assets,
whether in the form of reserve or surplus,
That is all.
"The control of any fund, whether trust

or banking', gives the temptation to oui
poor human nature to mismanage and
bring about fraud or embezzlement. I say
the recent developments before the Armstrongcommittee, bad as they appeared
to the country, are slight in comparison
to what occurred in this State thirty years
ago, when a number of men were sent to
the penitentiary, and a number of others
fled to Europe. And let me say there was
a carnival of crime among life insurance
companies, many of which were small and
many of which declared dividends on the
annual dividend plan. The number was reducedfrom forty-one to seventeen in a few
years."
Henry Moir, actuary of the Provident

Life, next assailed the section providingfor the distribution of surplus to policyholders.Ha-argued that it would requireall companies to separate the old policy
holders into one distinct class and those
who come in after next January into anotherclass, with separate funds, separate
Investments and separate mortality calculationsfor each, like two companies runningside by side. A literal interpretation
of the new law, he said, would also result
in great fluctuation of dividends. ~

Mr. Moir also objected to the compW^orypublication of the names of.policy holder*
on the ground that it would encourage
twisting." At one o'clock a recess was

taken for an hour.
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When the commission reassembled John 0
!K. Gore, actuary of the Prudential com- 0
pany, 01 inewars, senator 'lh juch » utrm- Q
pany, argued in behalf of the industrial t(
companies against the contemplated #j
method for an annual distribution of sur- n
plus. As industrial policies average much ^
smaller amounts than ordinary life pol- ^
tales, whereas the incidental expenses of c
sqch an accounting would be about the t
(.same per capita, the plan would seriously
eat into the available accumulations on in- p
.dustrial policies, through the mere cost of a
preparing and mailing sealed notices of the p

.I various options provided to the many h
small policy holders. t
Emory McClintock, the next speaker, objectedstrongly to the figures quoted in the p

report to bolster the committee's curtail- a
ment of the expense of new business, a
These figures, he said, were fallacious and v

misleading, because certain companies, in "

their returns to the committee, had in- il
eluded in their totals of the cost of new a
business only the first year agent's com- n
missions and medical fees, while others a

had included many other items properly c

chargeable under that head. c

ii Mr. McClintock gave his unqualified in,jdorsement to the annual limitation of new v
business to $150,000,000, but in the attemptedJa
limitation of the cost of new business he n

held that the committee had gone too far
for practical utility. He argued that the ,
bill is defective in that it does not specify I
clearly first what items of cost the com- I
panies must include under the head new !

business.
No company, he said, would be able to

live under the limitations as they now (
stand if interpreted literally. After quotingthe misleading figures that tend to
show that the Northwestern Mutual and
the Massachusetts Mutual are actually operatingwithin the ftew margins of expense,Mr. McClintoCrc said:.
"Any limitation which this committee

can agree upon with the officers of the
M.oyf Viuractofvi anrl IVT « r>h n«£»tf a fn-

gether as a fair ann proper limitation b
on the cost of new business, might be a
allowed the companies at large; but if you
figure with those companies what they can c

live under and add ten per cent to it as e
the maximum cost I will guarantee that n
the Mutual Life will accept it with pleasure."
Mr. MoClintock said it Would be impos- *

sible for the actuaries to so lay out in ad- g
vance the cost, of a year's business as h
'to protect the officers of their companies
from the danger of going to- jail for hav
ing committed a misdemeanor in violat- o
ing the law, no matter how good their
intentions might have been. This sentimentwas loudly applauded by the army s
of blue ribboned agents.
"We can revolutionize our business if

we must," said the Mutual actuary, "but 1

don't force us to upset our business to n
reorganize it except upon some method a
that can be made to work."

Aerents' Champion Cheered.

W. 'C. Johnson, the life insurance agents'
[ champion, njvas rapturously cheered when 1
Mr. Woodruff introduced him nex.t. His I'
attack was directed solely against section r

l|98, which restricts the cost of procuring
new business. Just as be began to speak
a photographer in the gallery touched off c

a flashlight. Everybody jumped and Sen- j,
'iator Armstrong threatened the offender
'I with arrest for contempt.

"The State may properly, on grounds of b
public policy," Mr. Johnson said, "limit the s
size of insurance corporations, but within 3
such limits of size as the State may establishthe companies should not be restricted
by law in the conduct of the details of their f<
business. The State should provide a S
standard of principles upon which its corporationsshould do business. It should es- v
tablish a standard of solvency. It should p
provide for complete publicity. It should v

require a strict accouniaoimy ior an sur- >

plus funds. It should require the filing and d
publication of detailed statements of the r
cost of eorelucting business. Beyond this a
it is not the proper province of the State v
to go. It should not arbitrarily fix by stat- f'
ute the amount of money the management e
can spend in developing a company's businessor increasing the efficiency of its
plant. n"Any extravagance in the agency ex- p
pense accounts of the companies will be pautomatically eradicated, as a result of p

h
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^AN CISE DEFENDS [

le more efficient publicity and strict ac-id
iuntability enforced under other sections[t
' the proposed law. The result of the' q
dcing off of pressure toy the large com-!i
mies, whose business will now toe lim-ii:
ed, and of the reforms which have beeni
itroduced into company practices will re-jl
uce agency expenses to the lowest pointh
insistent with efficient administration."
Destroys Asrency Ortranlzation. I

The result of the enforcement of the limationpro,posed would be, Mr. Johnson J
lid,, destruction of the agency organiza- f
on of the companies complying with New J

ork Jaws, the withdrawal from the State £
5 Vnf Kfa.tc com- c

L HOIV 1U11V Mi iliM MM,. M.

anies now doing business therein, and it
ould deprive of an occupation and means
f livelihood thousands of 'citizens of this ,

tate who are employed as agents by( the J
jmpanJes which will withdraw.'

When pressed by committeemen to state
rst what modification of section 9S the '

gents would suggest, Mr. Johnson said:. 1

Strike it out." He finally admitted to ,

enator Armstrong that his idea of fair 1

ompensation for the agent was forty p;r
ent of the first year's premium and Seven
nd a half per cent commission on all re- (

ewal premiums throughout a fifteen year c

eriod. s

Richard V. Linda'bury. of Newark, a;p-
eared for the Prudential Rife Insurance (

ompanv of -America and for other com- 1

anies chartered by foreign States, but do- t
ig business in New Yorii^State. He ask-d, t

hat several of the important restrictions i

l the .matter of expense limitation, stan-|
ard policy forms and compulsory annual j<
pportionmcnit of dividends be not enforced <

gainst the companies of other States and
hat the word "domestib'' be inserted in j
he bill, so as to limit these drastic restrlc- t

ons to companies deriving their charters i
torn New York State. f
Mr. L-indabury expressed the opinion c

tat if not forced to resentment and re- i
illation the legislatures of other States,c
'ould soon follow voluntarily the lead of 1
few York in insurance reform along lines!!
hioh, he conceded, were in the main ad-,'t
ilrable. His plea seemed to ipake a fa-jc
orable impression upon members of the c

ommittee and some of the mendations:(
e suggested are likely to receive serious s

ansideration. <

E. J. Sartell. actuary of the State Mu- (
tal, of Massachusetts; John M. Holcombe, <

f the Phoenix Mutual, of Hartford, Conn., <

nd Jesse J. Baker, actuary of the Penn
[utual, of Philadelphia, spoke in similar (
Bin. All agreed that adoption of the pres- <

at recommendations, unmodified, would ;
e likely to drive their companies out of!
few York State. At half-past six o'clock <

jcess was again taken until eight o'clock
i the evening. ,

Opportunity will be given by the comiiittecnext week to hear Paul D. Cravath,
^presenting the Equitable; Samuel Un- j
srmyer, representing the international
ammlttee of policy holders, which is or-

anizingunder the banner of Stuyvesant 1
lish, and probably one or two other law-

ers.f ,

At five o'clock the special train bore the j
eglment of agents back to New York, and
lereafter the Assembly Chamber was no

m.ger crowded.
_-i.- nf ,Hia

lieorge !_>. isinara'uge, vice uk-oiucul

lutual Reserve company, one of three of-
cials of that corporation who was indicted j.
n Thursday on a criminal charge, was j.
ne of'the most conspicuous, if not one:,
f the most welcome, insurance men in at-

;ndanceat the hearing. He arrived at the !;
'en EJyck shortly before midnight last
ight, having come direct from Newi
'ork, Where he had just furnished $12,500
all for trial. In the Centre of the hotel
orridor he held a little impromptu recepionof his own particular friends.
By most of the insurance men of to-day,
owever, he has been obviously shunned,
nd not a few of them have openly exressedtheir regret that he saw fit. to put
imself so conspicuously in evidefice at a

tme when his presence cannot possibly
elp and may harm their cause. Only one
ublic reference was made to him and his
ssociate officers of the Mutual Reserve,
nd that was when Joel G. Van Cise. the
eteran actuary of the Equitable, spoke of
the men just indicted in New York" as

ilustrating the proposition that mismangementand diversion funds are evils by
o means exclusively attendant upon the
ccumulation of huge surpluses and not
onfined to the management- of the larger
ompanies,
Mr. Eldridge listened to the comment
dthout flinching and some of the insurnceofficers who questioned his taste adliredwhat they called his nerve.

DECIDES TO CLOSE
V NEXT SATURDAY
hhiec+inn in QfonHorr? PaIiVv rmiio'ht

Out at Night Session of the
Committee.

[srecial despatch to the herald-]
Albany, iN. Y., Friday..At a conference
etween Senator Armstrong and the insurncemen before the evening session of the
ommittee it was decided'to adjourn at the
nd of the night session until two o'clock
lext Thursday.
"We sihall sit next week Thursday and
"riday," Senator Armstrong said, "and on

laturday if necessary, and finish up the
learings by Saturday night at the latest."
R. W^Weeks, vice president and actuary
f the New York Life, was the first speaker
f the evening session. He spoke on the
tandardization of policies.
"This legislation is startling if not revo-
ntionary," he said. "It appears to be the
iew principle of State control of corpor-
tions, even in their minutest details. We
re in favor of the principle, but we should
ie careful not to do anything that will
rodiuce reaction. There are some things

V, 111 o + V.O + T fhinlrv,

eaction.
"Not even New Zealand, the most radi-
al government respecting life insurance
1 the world, attempts to prescribe the ex-
ct words in which policy holders shall be
lsured. All that a standard policy can

ecure is to prevent the people from being
eceived."
"You dpn't assume that the standard
arms will include other forms, do you?"
enator Armstrong asked.
"I assume that the standard life form
rould exclude all others," Mr. Weeks relied.cannot see that the advantage
muld counterbalance'the difficulties," Mr. <
Veeks said. "I am afraid you will find the:
iffrculties so great that you will have to,
epeal the act. I think if you attempt to
bolish the deferred dividend that pro-
ision will have to be repealed. It is ujiortunatetfhat the word dividends was
ver used.

Endowment Is I.eR'itimnte.
"Endowment insurance is just as legiti-
late as any other form of saving. There
^ nothing in it against morals! or public
olicy. In fact, it is against public policy
o prohibit it. There are thousands ofj
ard headed business men who will not ,

ake out insurance unless they can see',
omething coming to themselves. It may.
e said that we should not advance this,1
mount. We are not philanthropists. We
re working for a living and what we can
lake out of it. The State has nothing to
o with our motives, so long as the result!
sfor the benefit of the State. I don't ]link there has been so much deception

s there has been disappointment."
"Were not the disappointments due to
ilse promises?" Senator Armstrong asked.
Mr. Week sthought they were due to
langing conditions. £
"Why should,not a man have the option
' drawing out'his dividends every year?"
?nator Armstrong asked. I
"Because he is better off without it," Mr. !s
reeks replied.
In an answer to Senator Grady Mr.
reeks said that the average man would
?t back only what Ihe paid in with in- d
rest. Insurance companies, he said, would \
efer that there 'Should be no lapse.
"We will make some kind of an offer to t
ly man who wants insurance," Mr. c
eeks said, "unless he is acutely sick. I a
ould not recommend such insurance with o
mual dividends. The savings should be s
;ld as a safety fund. Under tlxe actual a

NG BILLS 1
Small Companies, DeReserveIs Ruinous I
aem. 4
)EFERRED DIVIDEND
lividcnd plan substandard insurance would
)e wined cut. This ds about one-quater of
>ur annual business. It is a p!ty to stop 4
t. because the machine is running, and it
s a beautiful machine.
"If anything goes through in this lesisttionthat strikes the people as unfair it

vill produce a reaction.
"You have not said much about standard

A
"I don't feel much excitement about
hat." Mr. Weeks said, "if you would let ]
ne write the policy J would have no ob- J

^Bi report covering- some points which will ^B)p filed with the committee. Its idealism ^B
"Why not now?" Mr. Cox asked.
"Because the companies do not agree." jdr. Weeks replied. "I do not think that
he State -should provide that the policies
should be incontestitale. The State ought
mt to provide courts and then forbid *plealsto them."
At this there was applause from the

I
Attacks Stnnilnrrt Form.

A. A. Welch, vice president and actuaryPhoenix, of Hartford, and chairman M
Actuaries Committee of Seven, B

tpoke on the standardization of poll ^Theory and practice don't always agree. I
ind when they clash theory has to give
way," ho said. I-Je then entered into a
echnical discussion of surrender charges, jniticlsing certain features of the law,which he said must be due to oversight.E, E. Rhodes, of the Mutual Benefit
Company of Newark, N. J., discussed the
question of loading. \ el
"By our present, method." he said, "we <

ret more nearly a mathematical equivalent
ban we would by the method prescribed
n the bill. Your plan has the curious efectof operating most seriously against
iompanies which now have the smallest
oading. The questions -of loadings and
ommisSions wbuld seem to come peculiar- <

y within the province of the actuaries. If J
diis bill passes we would be constrained
0 withdraw from your State, because we J
Jo not desire to change higher premiums m
>r abandon premium advantages or to

renewal commissions. We B
e strictest accounting and the full- B

y, but we do not think the in- V
ierests of the policy holders would be se

uredby adopting new and untried the- I
iries." P\ '

*
J. K. Gore, of the Prudential, also spoke

>n loadings. He asked that industrial inBttiSancebe excepted from section 97 of the
did.
Senator Armstrong said that the -wording

if the bill was intended to exclude Indus- vl
trial insurance from the operation of the
section.
James L. English, vice president of the

Aetna, of Hartford, opposed the bill which V/jforbids stock companies to issue both parioipatingand non-participating policies.
He said that there was no good reason /
why such policies should not be issued.
He also objected to compelling all companiesIn and out of New York from doingbusiness according to New York laws.
"The stocks held by the Aetna have been

imong our most profitable investments," I
tie said. "Connecticut forbids investment *
n certain kinds of bonds which New York
pompanies are allowed to hold. In other
words. New York seems to be exercising
the functions which would be assumed by
the Upited States government if insurance
had been placed under federal control. Wo
ask that your laws be made more applicableto the companies of other States. To
make them applicable to such companies
would be harmful to New York companies,
to say nothing of the effect upon the legis- i
lation in other States." 4

Hamilton told
to do as he likes ,4

New York Life Investigating Committee
Ur^es Him to Use His
Own Discretion. J

Andrew Hamilton has been "invited by 1
the New York Life Investigating: Committee,of which Thomas P. Fowler is chairman,to -use his own discretion in the
matter of appearing before the committee
and making any further explanation he
chooses regarding his transactions with
legislative bodies as the agent of the com- A
This was learned yesterday after the

committee had adjourned from a meeting 1
which lasted two hours. On account of j I
the absence of Mr. Fowler in Europe, 1
ClnMnnn TT TIT., lU. .1
vyiaiv-iiv.c XL. Civ-xvo.^ 1^1 troiixntx <rtL Liit? IIICCLing.At its close the following statement
was given to the newspaper reporters:.,
"In view of the fact that the special

committee has reported upon the Hamiltonmatter and the Board of Trustees of
the New York Life Insurance Company
has directed a suit to be begun against
hip, the committ'ee does not feel that It
can ask him to come before it, but has ^
written him a letter saying that if he desiredto be heard it would be very glad
to give him a hearing." if1m
Mr. Mackay said he did not care to go

any further into the subject of Hamilton .

than the formal statement which had been
prepared. He said the question of bringingsuits against the "Judge" and the estateof John A. McCall was in the hands
of Messrs. Milburn & Keener, counsel for I
the committee, and professed ignorance jas to whether the complaints had been

Tt \vn q JearnAil flint tiVio nanavu in

the Hamilton case had not been served'
and that a summons in the suit against
the McCall estate would be served to-da,y
or Monday. 1 3
Officers of the Mutual Reserve remained

in seclusion yesterday and issued an up-,
peal for suspension of judgment by the /

public until they could get their side of
the story in shape to tell. Tlhis statement
was given out from the office Of the prtsilent,Frederick A. Burnham:. *

"There has been no wrong done by any
officer of the Mutual Reserve either morallyor legally. An indictment is simply an
official accusation, based 'on the presentationof one side of he case. When the
matter.cornea to trial both sides will he
heard, and we have no fear of the result.
"Until that time we ask a suspension of

judgment as a matter of simple fairness."

uni iqf rttt i roDnic a r-rc
' J

1 ivyu V / 1 1.VJ1 nv> 1 kJ. 1

London*, Friday..The Earl of Onslow, J
conservative, gave notice in the House of J
Lords to-day of his intention to question
the government as to whether in view of ^the disclosures made regarding certain 1
American insurance companies it intends
to compel foreign companies doing businessin Great Britain to keep in this
country a sufficient proportion of their
securities to- cover the claims of British
policy holders. The matter will come upin the House next week. 1

Harry Orcharil tells In Ills confessionin tlie SUNDAY HERALD of many
rain attemnts to kill Governor Peabocly.of Colorado. '

SENT A KISS ON A ROCK.
But the Stone Missed Its Mark and.

the Receiver Had the Youth
Arrested.

Siegmond Bornstein, seventeen years of
ige, of No. 404 East Ninety-first street,
vho is employed in a silk mill at No. 401
Sast Ninety-first street, stood the Jibes of
;everal girls who gathered at the windows ft
>f the factory and passed remarks about

iiyi, until yesterday, when there was \
Irbpped before him a candy heart with the \
cords "I'll be your sweetheart" on it.
He picked up a stone, kissed it, and then _

ossed it at the girl who had thrown the
andy. The stone sailed over her head
nd struck Lizzie Partridge, six-teen years
f age, of No. 152 East Eighty-fourth
treet, on the hand. She had Bornstein
.rrested and he was fined $3 in court.

(


